Public and | ndi an Housi ng

Notice PIH 96- 15( HA)

St at e/ Area Coordi nators; | ssued: April 3, 1996
Directors, Public Housing Expires: April 30, 1997
Division; Al Public Housing
Agenci es
Publ i ¢ Housi ng Devel opnent Cost Limts
1. Purpose. This Notice is to:

a. Expl ai n procedures for establishing public housing
devel opnent cost limts.

b. Transmt the attached updated schedul e of unit
total devel opnent cost (TDC) limts, which are
effective imedi ately for devel opments wi t hout
executed construction/rehabilitation contracts.

C. This Notice does not apply to Indian housing .

2. Backgr ound .

a. Section 6(b) of the United States Housi ng Act
requires that the Departnment establish TDClimts
by mul tiplying construction cost "guidelines"”
(determ ned by averaging the current construction
costs of two nationally recogni zed cost indices)
by:

(1) 1.6 for elevator structures; and
(2) 1.75 for non-el evator structures.
b. The TDC limts are based on the unit sizes as

foll ows: 0-bedroom 500 square feet (SF), 1-bedroom
700 SF, 2-bedroom 900 SF, 3-bedroom 1,200 SF, 4-
bedroom 1, 500 SF, 5-bedroom 1, 700 SF and 6- bedr oom
1,900 SF. These unit sizes represent today's
standards for nodest but decent housi ng.



3. Calcul ating a Developnent's TDC . The nmaxi num TDC for a

devel opnent is cal culated by multiplying the nunber of
units for each bedroomsize and structure type times
the applicable unit TDClimts and adding the resulting
amounts for all units in the proposed devel opnent. A
"trend" factor is applied to this total anount for
inflation because the construction of the devel oprment
woul d not be conpleted, on the average, for two years
after the funds are reserved. For exanple, the maxi num
TDC of $1, 400,000 for a hypot heti cal devel opment woul d
be cal cul ated as foll ows:

Uni t
Structure Bedroom No. of TDC
Type S ze Units Limts Tot al
Row 3-BR 10 X $68, 000 $680, 000
Row 4- BR 10 X 72,000 720, 000
$1, 400, 000
$1, 400,000 x 0.06 (6% trend factor) 84, 000
$1, 484, 000
Initial Fund Reservation and Anendnents . Al though Section

6(b) authorizes TDCs up to 110 percent of the TDClimt,
Field Ofices will continue to approve costs and reserve
funds pursuant to 24 CFR 941. 306 as fol |l ows:

a. The initial fund reservation may not exceed 100 percent
of the maxi num TDC based on the nost recently issued
cost limts, plus any trend factor that is established
at the tine of reservation

b. After the initial fund reservation, a Field Ofice
Public Housing D rector nay approve costs (excl uding
any | ocal donations) and reserve funds up to 105
percent of the maxi mum TDC based on the nost recently
issued cost limts; only the Assistant Secretary nay
aut hori ze costs in excess of 105 percent of the current
TDC limts. Projects that have funds reserved which
included a "trend" factor at the tine of reservation
w Il not be eligible for amendnent funds unless the
Assistant Secretary grants a special exception.

C. 24 CFR 941. 306 permts approval of higher costs if
necessary and reasonabl e to devel op a nodest non-| uxury
project that provides for efficient design, durability,
energy conservation, safety, security,



econom cal naintenance, and a healthy famly life in a
nei ghbor hood environnent. H gher costs nay be



necessary because of the need to devel op comunity

space, which is not nowin the TDC cal cul ation; high

| and costs incurred to pronote housing locations in | ow

poverty areas; extraordinary site costs such as

unavoi dabl e environnmental expenses; and extraordi nary

rehabilitation or devel opnment costs such as those
related to historic preservation. The
presence of any of these conditions nmay be
justification for Field Ofice reservation up
to 105 percent of the TDClimts or an
exception by the Assistant Secretary to
exceed that limt.

5. Cost Limts for the State of Alaska . In the event that
publ i c housing is devel oped outside the netropolitan narket
areas of Alaska identified in this Notice, cost limts
establ i shed on the basis of the statutory nethodol ogy for
t he I ndi an housi ng programshall be used.

6. Cost Exceeding the TDC Limts . A devel opment may not be
termnated sinply because costs cannot be brought within the
TDC limts. |If a devel opnent cannot proceed because the

proposed TDC exceeds that which the Field Ofice can or wll
approve, it nmust be submtted to Headquarters for review

[ s/ Kevin Emanuel Marchnana, Deputy

Assi stant Secretary for D stressed
and Troubl ed Housi ng

Attachrment (Not included. Conputer printout.)






